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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless otherwise noted 


1985 


Domestic Economy 
Population (thousands) 109.4 


Population growth (%) a 

GDP in current dollars 87.8 

Per Capita GDP, current dollars 8U2.6 

GDP in local currency % change sei 
(1977 base) 

Consumer Price Index % change 


Production and Employment 
Labor force (1,000's) 2/ 


Unemployment (avg. %/yr) 2/ 
Industrial production (local cur- 
rency, 1977 base) % change 

Govt. oper. surplus as % of GDP 


Balance of Payments 

Exports (F.O.B.) 

Imports (C.I.F.) 

Trade balance 

Travel (net) 

Current account balance 
Foreign direct investment (new) 
Foreign debt (year-end) 

Debt service paid 

Debt service ratio as % of 

merchandise exports 
Net Foreign exchg reserves (year-end) 
Avg. exchange rate for year 
(EC$ = U.S.$1.00) 


U.S.-St. Vincent Trade 
U.S. exports to St.Vincent(C.I.F.) 28.4 
U.S. imports from St.Vincent(F.0.B.) 5.7 
Trade balance 22.7 
U.S. share of St.Vincent exports(%) 10.6 
U.S. share of St.Vincent imports(%) 37.0 
U.S. bilateral economic aid 12.0 


Principal U.S. exports (1986): Foodstuffs, machinery, general 
merchandise. 


Principal U.S. imports (1986): Sporting goods, garments, 
electronic components. 


Sources: Ministry of Finance, Eastern Caribbean Central Bank. 


a/ Estimate 





SUMMARY 


GDP growth in St. Vincent and the Grenadines slowed in 1986 to 2.7 
percent in large part because of a tropical storm which destroyed 
much of the country's all-important banana crop. Production in the 
manufacturing sector fell for the second straight year. On the 
positive side, construction activity increased by more than 10 
percent--accounting for the lion's share of growth in the economy-- 


followed by hotels and restaurants whose services grew by 7.9 
percent. 


In the external sector, the current account deteriorated markedly 
because of a worsening trade balance, but the overall balance of 
payments position strengthened by virtue of large capital inflows. 
The balance-of-payments surplus expanded to 12 percent of GDP. 


The United States remained St. Vincent's leading trade partner in 
1986. According to Government of St. Vincent data, overall trade 
between the two countries totaled $38.9 million, an increase of ll 
percent over the previous year. Moreover, St. Vincent welcomes 
American investment; several major firms have established 
subsidiaries on the island. St. Vincent is eligible for trade 
benefits under the Lome Convention and Caribbean Basin Initiative 
(CBI). 


PART A -- CURRENT ECONOMIC SITUATION AND TRENDS 
ECONOMIC GROWTH 


The rate of real GDP growth in St. Vincent slowed to 2.7 percent in 
1986 -- a decline of 1 percentage point from the previous year. In 
current dollars, GDP expanded to $94.6 million. 


Agriculture: Production in agriculture, St. Vincent's main economic 
sector, declined by 3.2 percent, following growth of 6.5 percent in 
1984 and 8.6 percent in 1985. The downturn reflected heavy damage 
to banana production, which dominates the sector, from tropical 
storm Danielle which struck in September 1986. The banana harvest 
declined by more than 3 percent to 39,276 tons. Production in the 
livestock and fisheries subsectors increased by 3 percent and 6 
percent, respectively. All told, agriculture accounted for 17 
percent of GDP in 1986; it accounted for 19 percent during 1985. 


Manufacturing: In 1987, activity in the manufacturing sector 
declined for the second consecutive year, in large part because of 
low international demand for its products. Production of arrowroot 
starch declined by 27 percent; galvanized metal sheets by 3 
percent. Manufacturing accounted for 9.2 percent of GDP in 1986; 
the figure was 10 percent in 1985. 
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Construction: Construction activity was the economy's main source 
of growth in 1986. Value-added in the sector increased by 10 
percent, mainly through expansion in public sector investment 
involving the Cumberland Hydroelectric Project. ‘This $2U million 
endeavor, funded by Canada, the United States, the World Bank, and 
the Caribbean Development Bank, is designed to ease St. Vincent's 
dependence on imported fuel and increase its electricity generating 
capacity. It is scheduled for completion in early 1988. 


Services: The services sector also enjoyed a good year in 1986 with 
overall growth of 4.4 percent. The hotel/restaurant subsector led 
the way with growth of 7.9 percent; this resulted in large part from 
a 30 percent increase in excursionists and 12 percent rise in cruise 
ship visitors. (Average tourist expenditure and length of stay 
increased as well.) Meanwhile, the wholesale/retail, transport and 
communication, and banking, insurance, real estate and housing 
subsectors all recorded positive growth. Government services also 
expanded by a modest 3 percent. (That category, after agriculture, 
is the second most important contributor to the economy. It 
accounted for 15 percent of GDP in 1986.) 


BALANCE OF PAYMENTS 


St. Vincent's balance of payments improved considerably in 1986. 
worsening balance of trade led to a current account deficit, but 
this was more than offset by large capital inflows. 


Current Account: St. Vincent's chronic balance of trade deficit 
expanded in 1986 by 47 percent to $23.4 million. Export revenue 
increased by less than 1 percent to $63.8 million. Although the 
volume of bananas exported declined, earnings rose by 14 percent to 
$18 million mainly because of favorable exchange rate movement of 
the pound sterling. (The bulk of Vincentian bananas are exported to 
Great Britain, where they enjoy a protected market under the Lome 
Convention.) Export revenue from other foodstuffs -- vegetables and 
fruit -- also increased slightly. On the other hand, earnings from 
export of flour to regional partners declined by 22 percent. ‘The 
import bill jumped 10 percent to $87.3 million. This reflected 
increased shipments of project machinery and equipment for the 
Cumberland hydro facility. Other imports -- mostly food, minerals, 
and fuels -- declined slightly. 


In spite of increased tourism revenue, net services earninys 
declined by 5.8 percent because of rising costs of factor and 
nonfactor services. In the end, the current account moved from a 
surplus of $4.7 million to a deficit of $1.6 million at the end ot 
1986. 


Capital Account: St. Vincent benefited rrom substantial capital 
inflows in 1986. Capital grants -- mainly in the form of project 
funds -- increased by 83 percent to $7.5 million; official borrowiny 
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increased at a higher rate (161 percent) to $5.7 million. Moreover, 
inflows of private direct investment amounted to $3 million, an 
increase of $1.2 million from 1985. The overall balance-ot-payments 
surplus ($11.5 million) increased to 12 percent of GDP from 6.5 
percent in 1985. 


GOVERNMENT FINANCE 


The Government of St. Vincent follows a conservative tiscal policy, 
and public sector finances are on a sound footing. In 1986 the 
government registered a surplus of $4 million on current operations, 
with revenue of $39 million and expenditure of $35 million. (The 
Current budget surplus expanded to 4.3 percent of GDP from 2.2 
percent in 1985.) Indirect taxes (consumption taxes and import and 
export duties) accounted for 55 percent of revenue; direct taxes 
brought in most of the remainder. The government has striven to 
contain the growth of public sector expenditures in order to 
capitalize on the revenue gains and to increase its contribution to 
the capital budget. ‘transfers and purchases of goods and services 
accounted for nearly 45 percent of expenditures followed by 
personnel salaries and wages, whose relative shares declined 
Slightly to 41 percent. Amortization and interest payments 
accounted for most of the remainder. Expenditures on the whole 
increased by 9.4 percent (compared to a 15 percent jump in revenue). 


PUBLIC SECTOR INVESTMENT PROGRAM 


The capital budget -- Public Sector Investment Program (PSIP) -- 
aims to provide the necessary infrastructure to boost private sector 
development. Total expenditure in 1986 amounted to $14.4 million 
(90 percent of which was provided by foreign grants and loans) and 
covered outlays for energy (including the Cumberland project), 
agriculture, manufacturing, and transportation. 


MONEY AND PRICES 


Commercial bank deposits increased by 15 percent ($12 million) 
resulting in a substantial increase in bank liquidity. ‘this exerted 
downward pressure on interest rates; the highest rate oftered on 
savings deposits fell from 6 to 5 percent. the prime rate fell trom 
12.5 to 12 percent. Meanwhile, the rate of growth of domestic 
credit increased by 2.6 percent. Of total credit allocated ($67 
million), 65 percent was disbucsed to the private sector, much of it 
for construction and purchases of real estate. At the end of 1986, 
money supply (m1 and M2) increased by 18 percent to just over 

$100 million. As measured by the consumer price index, the 
inflation rate slowed in St. Vincent in 1986 to U.5 percent, in 
large part because of moderating import prices. (The index had risen 
by 1.3 percent in 1985.) 





ECONOMIC OUTLOOK 


The Government of St. Vincent is following sound economic policies. 
It has curbed government expenditures -- turning a recurrent budget 
deficit of $2 million in 1983 to surpluses each year since 1984 -- 
and is counting on the private sector to propel the economy 
forward. However, St. Vincent's economic performance in 1986 was 
disappointing inasmuch as the government had forecast real GDP 
growth of 3.6 percent, only to see a tropical storm cause a 
shortfall in the all-important agricultural sector which 
reverberated on GDP growth. In sum, weather conditions play an 
important role in determining GDP growth, and 1987 was no exception 
-- tropical storm Emily destroyed or heavily damaged 45 percent of 
that year's banana crop. (The government was forced to seek 
emergency international aid to repair storm damage.) Before the 
storm, a drought deteriorated the quality of Vincentian bananas -- a 
potentially serious long-term problem. Fortunately, other sectors 
appeared to be performing well -- tourist arrivals were up 17 
percent during the first half of 1987, for example -- but probably 
could not compensate for the damage to the banana crop. As a 
result, the GDP growth rate tor 1987 may slip below 2 percent. 


The economy continues to face a very high unemployment rate -- an 
estimated 40 percent. (As defined by the government, this figure 
includes those actively seeking work as well as persons who have 
ceased searching, but would accept employment if it were ottered.) 
The government is banking on sustained economic growth through 
increased private investment (both foreign and domestic) to 
alleviate the high unemployment. In addition, the country must face 
the day in 1992 when its protected banana market in Europe may end. 
Accordingly, one of the government's medium-term economic goals is 
diversification into new industries and nontraditional agriculture. 
Some progress has been made, especially with the arrival of a number 
of foreign investors over the past few years, but more must be 
accomplished to avoid the potentially serious consequences of 
reduced banana exports. 


PAR? B -- IMPLICATIONS FOR THE UNITED STATES 


TRADE 


St. Vincent and the United States enjoy close economic ties. ‘the 
United States is St. Vincent's leading trade partner; according to 
Vincentian Government statistics, trade between the two countries 
totaled $38.8 million in 1986 ($32.2 million in U.S. exports, $6.6 
million in U.S. imports) -- 34 percent of St. Vincent's total 
trade. The leading product categories for American exports in 1986 
were foodstuffs and general merchandise. ‘the value of American 
exports increased by $3.5 million in 1986. Given their proximity, 
warm political ties, and extensive American economic assistance, 
strong commercial relations between St. Vincent and the United 
States should continue. American exporters seekiny opportunities in 
St. Vincent should contact: 
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Mr. Randolph Cato, Permanent Secretary 
Ministry of Trade, Industry, and Agriculture 
Kingstown, St. Vincent 

Phone: 71688 


FOREIGN INVESTMENT 


The Government of St. Vincent actively encourayes private foreign 
investment, which it sees as a major contributor to the country's 
development. St. Vincent's relatively poorly developed 
infrastructure -- such as small port facilities and lack of an 
international airport -- can present problems, but investors will 
find a productive work force available for comparatively low wages. 
The government offers a variety of incentives for investors, 
including tax holidays and duty-free import privileges. 

Furthermore, the parastatal Development Corporation (DEVCU) otfers 
factory space at the Campden Industrial Park. (A second park is in 
the planning stages.) In addition, St. Vincent benefits from the 
trade promotion provisions of the CBI and Lome Convention, that is, 
duty-free entry for many products into the United States and Europe, 
respectively. As a result, a number of foreign firms have commenced 
operations in St. Vincent over the past few years, among them Pico 
Electronics and Wilson Sporting Goods, both from the United States, 
and the West German beer company, Brauhaus. Currently, best 
prospect areas for investment in St. Vincent include garments, 
agribusiness (especially for tropical fruits), light industry 


(including electronics and component assembly), and tourism 
(particularly in the Grenadines -- the small islands of Bequia, 
Mustique, Canouan, and Union). Companies interested in investment 
opportunities in St. Vincent and the Grenadines should contact: 


Mr. Henry Gaynes, Director 
Ministry of Finance and Planning 
Government Headquarters 
Kingstown, St. Vincent 

Phone: 61520 


Eastern Caribbean Investment Promotion Service (ECIPS) 
1730 M Street, NW. 

Suite 901 

Washington, DC 20036 

Phone: (202) 659-8689 


The Development Corporation 
P.O. Box 841 

Kingstown, St. Vincent 
Phone: (809) 457-1358 ext.8 





-8- 


In addition, the U.S. Government-funded High Impact Agricultural 
Marketing Program (HIAMP) offers venture capital for nontraditional, 
export-oriented investments in agribusiness and fisheries in the 
eastern Caribbean, including St. Vincent. Interested parties should 
contact: 


_ Mr. David Hughes, Director 
HIAMP 
P.O. Box 1271 
Bridgetown, Barbados 
Phone: (809) 436-9916 
Telex: 2636 HIAMP WA. 














